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REPORT OF CHIEF FINANCIAL OFFICER 


1. INTRODUCTION 


The challenge that has faced the Budget and Treasury Office for some time has been that of capacity. In the 
current financial period some progress has been achieved in this regard with the hiring of staff at operational 
level. 

2. OPERATING RESULTS 


Details of the operating results are included in the Income Statement for the year ended 30 June 2003 and in 
Appendix B. The overall operating results for the year ended 30 JUNE 2004 were as follows: 



Actual 

Variance 

Budget 

Variance 


2004 

2005 

2004/2005 

2004/2005 

Actual/ 


R 

R 

% 

R 

Budget 

Opening Surplus 

10,361,052 

1,615,740 



0 

Operating income for the 
year(including grants) 

14,960,868 

33,813,016 

126% 

43,744,216 

-23% 

Operating Expenditure 

23,706,179 

12,224,095 

-48% 

43,744,216 

-72% 

Surplus 

1,615,740 

23,204,660 

1336% 

- 



The 71% unfavourable variance in operating income was due to the slow collection from residents resulting 
from the lack of capacity within the Finance Department. The non availabity of a computerised billing system 
also had an effect on this since bills c 


3. RATES AND GENERAL SERVICES. 



Actual 

2004 

R 

Actual 

2005 

R 

Variance 

2004/2005 

% 

Budget 

2004/2005 

R 

Variance 

Actual/ 

Budget 

% 

Income 

14,006,646 

31,657,423 

126% 

13,237,625 

139% 

Expenditure 

22,430,540 

11,201,221 

-50% 

11,125,200 

1% 

Surplus/(Deficit) 

(8,423,893) 

20,456,202 

-343% 

2,112,425 

868% 

Surplus (Deficit) as % of total 
income 

-60% 

65% 





The operating income figure includes the amount received as grants from the government 




























































4. TRADING SERVICES. 
WATER 



Actual 

2004 

R 

Actual 

2005 

R 

Variance 

2004/2005 

% 

Budget 

2004/2005 

R 

Variance 

Actual/ 

Budget 

% 

Income 

745,931 

1,610,821 

116% 

12,010,774 

-87% 

Expenditure 

- 

- 


6,096,790 

-100% 

Surplus/(Deficit) 

745,931 

1,610,821 

116% 

5,913,984 

-73% 

Surplus (Deficit) as % of total 
income 

100% 

100% 





5. ECONOMIC SERVICES. 



Actual 

2004 

R 

Actual 

2005 

R 

Variance 

2005 

% 

Budget 

2005 

R 

Variance 

Actual/ 

Budget 

% 

Income 

208,290 

544,772 

162% 

2,703,000 


Expenditure 

1,275,640 

1,022,875 

-20% 

1,200,000 

-15% 

Surplus/(Deficit) 

(1,067,349) 

(478,103) 

-55% 

1,503,000 


Surplus (Deficit) as % of total 
income 

-512% 

-88% 

-83% 




CHIEF FINANCIAL OFFICER 






















































LEPELLE-NKUMPI LOCAL MUNICIPALITY 


BALANCE SHEET AT 30 JUNE 2004 

2005 2004 

NOTE R R 

CAPITAL EMPLOYED 

RETAINED SURPLUS / ( DEFICIT ) 24,648,002 1,615,741 


EMPLOYMENT OF CAPITAL 

Fixed Assets 1 

NET CURRENT ASSETS / ( LIABILITIES ) 
CURRENT ASSETS 

Debtors 2 

Cash 

Short-term investment 3 

CURRENT LIABILITIES 

Creditors 4 


24,641,232 973,451 



24,641,232 973,451 


6,770 





INCOME STATEMENT FOR THE YEAR END 30 JUNE 2005 


2003 / 2004 

Actual 

Income 

R 


14,214,937 


2003 / 2004 

Actual 

Expenditure 

R 

23,706,179 


2003 / 2004 

Surplus / 
( Deficit ) 
R 


(9,491,243) 


14,006,646 


14,006,646 


208,290 


116,982 

91,308 


22,430,540 


22,430,540 


1,275,640 


1,275,640 


(8,423,893) 


(8,423,893) 


-1,067,349 


-1,158,658 

91,308 


1 

745931 

1 1 

1 1 

745931 




1 745931 1 

1 - 1 

1 745931 1 





14,960,868 


23,706,179 -8,745,311 


(8,745,311) 


10,361,052 


2004 / 2005 2004 / 2005 

Actual Actual 

Income Expenditure 

R R 

RATE AND GENERAL 

SERVICE 32,202,195 12,224,095 


COMMUNITY SERVICES 


Council General Expenses 


ECONOMIC SERVICES 

Refuse Removal 
Sewerage 


TRADING SERVICES 

Water 


TOTAL 


Appropriations for the year 
Refer to Note 5 


31,657,423 


11,201,221 


31,657,423 

11,201,221 


544,772 

1,022,875 


330,218 

214,554 

1,022,875 




1 


1,610,821 




1 1,610,821 1 

1 - 1 




33,813,016 12,224,095 


Net surplus/(deficit) for the year 
Accumulted surplus at the beginning of the year 


2004 / 2005 

Surplus / 

( Deficit ) 

R 

19,978,099 

20,456,202 


20,456,202 


(478,103) 


(692,657) 

214,554 


1,610,821 


1,610,821 


21,588,920 


21,588,920 


1,615,740 


1,615,740 


Accumulted surplus at the end of the year 


23,204,660 




LEPELLE-NKUMPI LOCAL MUNICIPALITY 


CASHFLOW STATEMENT FOR THE YEAR 30 JUNE 2005 


CASH RETAINED FROM OPERATING 
ACTIVITIES: 

Cash generated by operations 
Investment Income 

Increase / Decrease in working capital 

Plus: Interest earned 


Cash available from operations 
Appropriations 

Cash contribution from state and public 


14 , 056,874 

- 2 , 908,909 

- 7 , 532,047 

- 10 , 440,955 

482,872 

- 9 , 958,083 

24 , 014,957 


(8 

084 

726 ) 

(21 

877 

395 ) 

(1 

229 

252 ) 

(23 

106 

647 ) 

(23 

106 

647 ) 

15 

021 

921 


CASH UTILISED IN INVESTING ACTIVITIES 

Acquisition of fixed assets 
Investments realised/(made) 

NET CASH FLOW 

CASH EFFECTS ON FINANCIAL ACTIVITIES: 


- 2 , 644,127 


11 , 412,747 


3 , 500,000 



( 4 , 584 , 726 ) 


416,660 


5 , 001,387 


Balance of cash and cash equivalents at beginning of the year 

Balance of cash and cash equivalents - year end 


11 , 829,407 


416,660 




NOTES TO THE FINANCIAL STATEMENTS 



2005 

2004 


R 

R 

1 FIXED ASSETS 

Fixed assets as the beginning of the year 

- 

- 

Capital expenditure during the year 

1,271,243 

833,871 

Total fixed assets 

1,271,243 

833,871 

Less: Loans redeemend and other capital receipts 

1,271,243 

833,871 

Net fixed assets 

^ - 

- 

2 DEBTORS 

Motor Scheme debtors 

775,912 

789,912 

Valuation roll 

550,000 

550,000 

Sundry debtors 

76,811 

74,971 

Capricorn District Municipality 


1,402,723 

1,414,883 


3 INVESTMENTS 



Unlisted short-term investment 

6,409,371 

3,765,244.36 


Investment has been made in accordance with section lOG(a) of Local Govevernment Transition Act, 
Second Amendment Act, No. 97 of 1996. No investment has been written off during the financial period. 


4 CREDITORS 


Trade creditors 

- 

- 

VAT control account 

378,092 

200,798 

Suspense account: Electricity arears 

314,300 

261,273 

Suspense account: Grants 

- 

5,469,131 

Provision for leave 

70,661 

70,661 

Unknown income 

807,587 

663,963 

Loan account: CDM 

(676,471) 

1,772,549 


894,169 

8,438,375 



NOTES TO THE FINANCIAL STATEMENTS 


5 APPROPRIATIONS 

Accumulated surplus at beginning of the year 
Operating Surplus for the year 

Appropriations for the year 

Transfer of amount owing to former TLC 
Adjustment: Capricorn District Municipality 


2005 2004 

R R 


3,059,081 

21,588,920 


1,615,741 

1,443,341 







24 , 648,002 

3 , 059,081 


6 FINANCE TRANSACTIONS 

External interest earned 482,872 496,766.68 


7 CASH GENERATED BY OPERATIONS 

Surplus/(Deficit) for the year 21,588,920 1,443,341 

Adjustment in respect of: 

Contributions by state and public (24,014,957) (15,504,276) 

Non-cash flows 

Appropriations charged against income 

Fixed assets 

Investment income (482,872) (496,767) 


( 2 , 908 , 909 ) ( 14 , 557 , 702 ) 


8 (INCREASE)/DECREASE IN WORKING CAPITAL 


12,160 3,131,928 

(7,544,206) 5,802,256 

( 7 , 532 , 047 ) 8 , 934,184 


(lncrease)/Decrease in debtors 
Increase in VAT due 
(Decrease)/lncrease in creditors 





NOTES TO THE FINANCIAL STATEMENTS 


2005 2004 

R R 


9 (INCREASE)/DECREASE IN EXTERNAL CASH INVESTMENT 

Investment made (2,644,127.06) 


10 (INCREASE)/DECREASE IN CASH ON HAND 



Cash balance at beginning of year 

751,458 

- 

Less: Cash balance at end of year 

5,001,386 

751,458 


(4,249,928) 

(751,458) 



BALANCE SHEET SECTION 


Equity 

VAT 

Suspense account: grants 
Electricity Arrears 
Unknown Income 
Loan account: CDM 
Provision for leave 
Accrued Expenses 
Income received in advance 

Investments 

Infrastructural assets (WIP) 
Motor Scheme Debtors 
Contract Retention fees 
Shortages and surpluses 
Valuation roll 
Sundry debtors 
Petty Cash 
Bank 


INCOME STATEMENT SECTION 


-24,648,001.61 

-378,091.67 

-314,299.50 

-807,587.43 

676,471.26 

-70,661.36 


6,409,371.42 

775,912.05 


550,000.00 

76,810.86 

6,769.53 

17,723,306.44 

- 0.00 - 0.00 

- 0.01 


Beacons 

Billboards 

CDW salary grant 

Clearance Certificate 

Correction 

Database 

Department of Health 
Department of Public Works 
District Municipality Grant 
Donations 

Dustbins and Containers 
Equitable shares 
Free Basic Water 
Government printers 
Grader 

Graves(Burial fee) 

Hall and clubhouse 
Insurance receipts 
Interest received 
LED Grant 
LGSETA 
Licences 
Metropolitan 
Old mutual 
PHP Grant 
Plan Approval 
Refuse Removal 
Registration fees 


-1,535.00 

-47,511.37 

-859,551.22 

-4,590.00 

-12,650.00 

-1,142,295.35 

-3,918,375.55 

-426,134.04 

4,000.00 

-767.00 

-19,998,451.00 

46,905.04 

-51,309.91 

-8,106.00 

-4,583.00 

-22,611.00 

-482,872.05 

-1,521,366.00 

-30,600.00 

-3,791.60 

-61,643.56 

-1,113,628.46 

-3,992.82 

-330,217.72 

-12,921.10 



Rent: Business Site 

-1,260.00 

Rent: Houses 

-17,546.07 

Salary grant 

-568,865.39 

Sale of houses (Purchase Instalment) 

-367,016.97 

Sale of stands 

-62,023.62 

Security fee 

- 

Service Charges 

-344,024.22 

Sewer Charges 

-197,763.81 

Sewer: Connection fees 

-12,900.00 

Sewer: Drain Blockage 

-3,890.50 

Sundry income 

-13,994.78 

Transitional grant 

- 

VAT refund 

-604,310.79 

Water Arrears 

-51,963.04 

Water: Connection fees 

-37,726.00 

Water: Other 

-4,573.53 

Water: Sales 

-1,415,084.08 

Water: Services Charges 

-101,474.31 

Advertisements 

- 

Advertisements 

25,598.24 

Audit fees 

126,486.41 

Bank Charges 

61,825.83 

Books, newspapers and periodicals 

12,209.20 

Cattle pound expenses 

165,198.58 

Cellphone allowance 

87,137.01 

Cleaning campaign 

- 

Community participation 

5,258.95 

Conferences and Congresses 

183,793.65 

Consultant fees 

260,469.72 

Contribution to Fixed Assets 

1,271,242.56 

Correction | 


Councilors allowances 

1,400.00 

Disability desk 

34,680.42 

Disaster 

30,000.00 

Discretionary fund 

131,201.74 

Financial Management Grant 

250,000.00 

Fines and penalties 

- 

Free Basic Electricity 

327,350.46 

Free Basic Services 

93,496.00 

Fuel 

- 

Functions 

- 

Gardening Services 

300,000.00 

Gender issues 

47,469.16 

Gifts and Donations 

- 

Health portfolio 

36,728.45 

IDP 

111,428.35 

Insurance 

336,171.23 

Interest on overdraft 

15,611.20 

Job Evaluation 

208.75 

LED projects 

- 

Legal costs 

128,899.62 

Meetings 

- 

Membership fees 

45,000.00 

Overseas missions and trips 

51,000.00 

Pauper's funerals 

28,200.00 



Photocopier services 

- 

Portfolio committees 

157,714.46 

Postage 

68,563.00 

Printing and Stationery 

237,511.39 

Protective clothing 

14,235.53 

Publicity and community participation 

89,043.94 

Receptions 

972.75 

Recruitment costs 

- 

Refreshments 

56,168.65 

Refuse removal payments 

1,022,874.60 

Rent: Hostel 

-300.00 

Rental - Office equipment 

167,060.62 

Rental of equipment 

31,171.76 

Repairs and Maintenance 

278,269.48 

Roads and Stormwater 

- 

Salaries and Wages 

222,577.84 

SALCBC 

383.40 

Security services 

1,499,037.72 

Sports arts and culture 

124,301.09 

Stores and Materials 

116,134.76 

Telephone 

616,620.60 

Tender costs 

-21,900.00 

Training 

148,038.67 

Travelling and subsistence 

168,629.04 

Turfpan resettlement costs 

215,373.81 

Unknown payments 

15,241.75 

Vehicle costs 

863,989.43 

Ward committees 

- 

Water and Electricity 

585,797.12 

Water purchases 

1,331,617.31 

Year-end function 

- 

Youth desk 

36,183.96 


Surplus 


-21,588,920.35 



LEPELLE NKUMPI MUNICIPAEITY 
APPENDIX A 

SUSPENSE ACCOUNT - CONDITIONAE GRANTS 




Contributions 


Operating 

Capital 



Balance at 

during 

Other 

Expenditure 

Expenditure 

Balance at 


1/7/2004 

the year 

Income 

during the 

during the 

30/6/2005 





year 

year 



R 

R 

R 

R 

R 

R 

SUSPENSE ACCOUNTS 







PHP grant 

2,567,000 



1,453,372 

- 

1,113,628 

CDW salary grant 

1,329,999 



521,214 


808,785 

LED Grant 

101,569 


- 


101,569 

(0) 


3,998,567 



1,974,585 

101,569 

1,922,413 


CQ CM 


ALANCE 

D02/2003 

R 


SERVICE 


R 


ANALYSIS OF FIXED ASSETS 





WRITTEN OFF 





TRANSFERRED 


BUDGET 

BALANCE AT 

EXPENDITURE 

REDEEMED DURING 

BALANCE AT 

2003/2004 

30 JUNE 2001 

2003/2004 

THE YEAR 

2003/2004 

R 

R 

R 

R 



3,657,311 


3,657,311 


1,978,718 


1,338,463 

640,255 


1,935,925 


693,728 

615,585 

144,800 

464,576 

17,236 


7,571,954 


Infrastructure 


Water reservoirs and reticulation 


Community Services 


Buildings 

Stadiums 

Library 

Parks and Recreatio 


Other assets 


Buildings 

Vehicles 

Furniture and Fittings 
Office equipment 
Other assets 


TOTAL FIXED ASSETS - - 833,871 - 833,871 


635,416 


29,212 

44,900 


124,343 


26,754 


635,416 


29,212 

44,900 


124,343 


26,754 


7,571,954 Less: Capital redeemed and 

other capital receipts 


OTHER CAPITAL RECEIPTS 

Capital Receipts 


7,571,954 


833,871 


833,871 


833,871 


- 


833,871 


NET FIXED ASSETS 





